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As I sat in an executive planning meeting with
a client, the president spoke up. “We all know
that strategic performance measurement is
critical to our success,” he said. “We’ve gone
through the pain-staking process of defining
our performance measures, we’re beginning to
collect the necessary data and we’ve chosen
CPA Views as our software solution, but
how’s it all going to work? How do we ensure
performance measurement becomes a part of
the way we do business?”
There are a number of factors that con
tribute to a successful performance measure
ment implementation. Common themes run
through most implementations and the success
of the initiative depends on how these ele
ments are managed.
Organizations often try to measure every
thing they can get their hands on without eval
uating what is strategically meaningful or they
spend too much time trying to get their mea
sures perfect before executing their systems.
Taking the time up front to identify measures
that are strategically important allows an orga
nization to have a focused and manageable
approach to the performance measurement
system. Conversely, too much time spent
deliberating the measures can seriously delay
the process, sometimes preventing it from
being executed. Organizations that use their
performance measurement systems most effec
tively usually fall somewhere in the middle.
As you prepare to develop and implement
a performance measurement system, here are
some tips that will assist in addressing these
potential challenges.
General
Commitment to a performance measurement
culture. Even if you don’t have a true perfor

mance measurement culture, the desire to
move in this direction is critical. The environ
ment should promote and encourage the use of
performance measurement for decision mak
ing and day-to-day management. Individuals
should be held accountable in an environment
of growth and learning. The old school
premise of looking for someone to blame
should be abandoned. The organization should
provide direction and support to improve areas
that are not performing well and learn from
those in which the company excels.
Commitment from the top; strong champi
ons. It still starts at the top. When the leaders of
an organization stress the importance and value
of performance measurement initiatives, there
is a trickle-down effect. It helps people focus
on and select priorities based on performance,
knowing that they will receive support from
management.
Realistic expectations. Everything can’t
be done all at once, no matter how good you
are. A limited scope is realistic for the initial
stages of performance measurement. Select an
area within the company as a pilot. This allows
you to define expectations and create parame
ters in which the project team can work. This
strategy also allows for a quick win. If the
scope is clearly communicated along with an
estimated timeline for completion, expecta
tions are set and the project team can stay
focused on what has to be accomplished.
Adequate and appropriate resources.
Those selected to guide and support the initia
tive should understand performance measure
ment concepts and the positive impact that can
be made on the organization. The initiative
should be seen as high profile and receive the
right support from all levels of the organization.

Execution
Implement in stages. When the decision to
implement a performance measurement syscontinued on page F2
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continued from page F1—Performance Measurement
tem is made, executives often expect the process to be very quick.
However, when it comes to developing a solid performance mea
surement system, a rollout plan should be developed based on
information priorities and value. As mentioned above, it is impor
tant to begin the implementation with a pilot view that has a welldefined scope and a limited number of measures. This allows an
organization to have something up and running as quickly as pos
sible and also provides a process that can be repeated. Once the
pilot has been developed, people will monitor the performance of
these measures and begin to take action and make decisions on
the information that is available. This learning curve leads to the
opportunity to prioritize the additional information or measures
that will complement the current information.
There are numerous scenarios, but the most important thing to
remember is to manage the expansion of the system through priori
tization with strong project sponsors/managers. If you view the
performance measurement system as an integral part of the organi
zation’s overall strategic plan, long-term success will follow.
Clearly defined action plan with milestones. Once the organi
zation has an idea of the focus of its performance measurement
system, it is important to develop clear action plans that include
resources and timelines. This will assist in keeping the project on
track and determining if goals are realistic.
Quality checks. A performance measurement system is
designed to be dynamic. It should continue to develop as the busi
ness does. A forum for reviewing the quality and value of the
information included in the measurement system is beneficial.
When users can provide input into development, it not only
ensures that it is meaningful but also that it remains dynamic and
does not stagnate.
Defined accountability. It is important that people under
stand who is responsible for each of the measures. The owners of
the information should be held accountable for the performance
and provide analysis of results. This communicates the impor
tance of the system and provides a clear understanding of how
these measures link to overall strategy.
Ongoing
Continuous improvement. Many times organizations think that
once a scorecard is done, it’s done. Reality proves that a score
card is dynamic. If it is to truly support and guide the way that
you do business, then it should change as your business and
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activities do. By maintaining focus on your core strategies and
objectives, a quality performance measurement system should
not only help you identify areas for improvement within your
organization, but it should also provide guidance on how you can
revise your scorecard.
Becomes the central source of information. Not to be con
fused with a data warehouse, an effective performance measure
ment system allows you to have critical information in one place.
It should be easy to access and meaningful. There should also be
confidence in the information provided and a means to access
additional detailed information very easily if necessary.
Celebrate excellence. Most people will see that the bulk of
the resistance that is encountered when implementing a perfor
mance measurement system is fear of retribution. The culture and
philosophy of an organization throughout the execution of per
formance measurement are critical. Performance excellence
should be celebrated.
Communication. Communicate, communicate and communi
cate. The power of effective communication cannot be stressed
enough. The most successful organizations are champions of it.
Keep people apprised of the performance measurement initiative
under way, its significance to the organization, the implementa
tion plans and the positive effect it would have on employees,
stakeholders and customers.

ports the majority of provisions
included in the ED and believes they
are necessary clarifications or revi
sions to GASB Statement No. 34,
Basic Financial Statements—and
Management’s Discussion and Analysis—
for State and Local Governments. However,
it disagrees with the proposed revision
relating to the capitalization of construc

GASB update

The AICPA has commented on the
exposure draft, Basic Financial
Statements—and Management’s Discussion
and Analysis—for State and Local
Governments: Omnibus. The AICPA sup

AICPA

tion-period interest for governmental activi
ties and had comments on several other
provisions of the ED. Although it supports
the issuance of a final standard related to
this ED, the letter addressed a number of
other significant issues
A copy of the letter is available at:
Uwww.aicpa.org/members/div/acctstd/comltrs/omnibus.htm
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AICPA
AICPA Comments On Two
FASAB Documents
AICPA comments on the
Federal Accounting Standards
Advisory Board document,
Preliminary
Views
on
Eliminating the Category
“Required Supplementary
Stewardship Information (RSSI),” ex
pressed concern that the elimination of the
RSSI category may mean that much of that
information will become part of the basic
financial statements and notes, without suf
ficiently defined criteria to provide reason
ably consistent estimation and measurement
of the information. The letter included a
recommendation that if FASAB decides to
eliminate the RSSI category, it should
reclassify the information as required sup
plemental information (RSI) pending fur
ther study and development of criteria for

estimation and measurement. Alternatively,
if the FASAB decides to keep RSSI as a
separate category of information, it should
rename the category to avoid
confusion and issue specific
guidance stating that the RSSI
category should be treated as a
subset of RSI until the
FASAB, working with practi
tioners, the AICPA, the Office of
Management and Budget and the General
Accounting Office, has more time to exper
iment with the criteria and auditability of
this information.
The AICPA also commented on
FASAB’s exposure draft, Elimination of
Disclosures Related to Tax Revenue
Transactions by the Internal Revenue
Service, Customs, and Others. In summary,
the AICPA does not support the ED, pri
marily because it does not adequately
address the relevancy of the information

fasab^
update

AICPA National Governmental

Accounting & Auditing Update

Mark your calendar and plan to attend this year’s AICPA
National Governmental Accounting & Auditing Update
Conference. This annual event affords you the opportunity to gain
new knowledge and make new contacts while earning CPE credit.
Choose from two venues: Washington, D.C., on Aug 20-21 and
Denver on Sept. 24—25. You’ll be able to focus your training on any
of the four special-interest tracks, including federal, GASB
Statement No. 34, state/local/practitioners and innovations in gov
ernment. The program includes:

Year 2000 Financial Report
The U.S. Department of the Treasury has
issued the Fiscal Year 2000 Financial
Report of the United States Government
(Financial Report). This is the fourth year
in which audited statements have been
prepared on a government-wide basis
and, for the fourth consecutive year, the
auditors have issued a disclaimer of an
opinion.
David Walker, Comptroller General
of the United States and head of the
General Accounting Office (GAO), in tes
tifying about the annual audit before a
congressional committee on Mar. 31, said
that material weakness in internal control
and accounting and reporting issues

Presentations on different aspects of the GASB
Reporting Model.
Emerging governmental accounting and auditing
developments.
Recent technological developments.
Key aspects of performance measurements.
The post-conference events will provide more opportunities for
up-to-date instruction and interaction with government specialist
and practitioners.

conferences

Conference

U.S. Government Issues Fiscal

required by paragraph 65.2 of Statement of
Federal Financial Accounting Standards
(SFFAS) No. 7. It recommends that the
FASAB survey potential users of federal
financial statements to obtain their views on
the relevancy of the paragraph 65.2 infor
mation. The AICPA agrees that, to fulfill its
primary mission of tax collection, the IRS’s
Accountability Report should require a cer
tain level of disclosure relating to its tax
collection activities. However, the level of
disclosure should be determined by the
needs of the users and after further consid
eration of the reporting requirements of the
Government Performance and Results Act,
the Federal Managers Financial Integrity
Act, the Federal Financial Management
Improvement Act or additional require
ments for supplemental disclosure.
Copies of the letters are available at:
www.aicpa. org/members/div/acct
std/docs.htm

For additional information:
888/777-7077

resulted in conditions that prevented the
GAO from issuing a clean opinion. He
noted that agencies have made marked
strides in obtaining unqualified audit
opinions on their financial statements.
Eighteen of the 24 agencies received a
clean opinion this year. Four years ago,
there were just 6 such opinions.
The Government Management
Reform Act of 1994 (GMRA) requires
that not later than Mar. 31 of each year,
the Secretary of the Treasury, in coordina
tion with the Director of the Office of
Management and Budget, should prepare
and submit to the president and the
Congress audited financial statements for
the preceding fiscal year, covering all
accounts and associated activities of the
executive branch.

memsat@aicpa.org

The Financial Report, which includes
the financial statements, provides the presi
dent, the Congress and the public with
information about the government’s finan
cial position, the cost of its operations and
its sources of financing. The Financial
Report is prepared based on the accrual
basis of accounting as prescribed by gener
ally accepted accounting principles.
The Financial Report can be located on
the Internet at:

www.fms.treas.gov/cfs

David Walker’s testimony is available
at the GAO Web site:
www.gao.gov
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AICPA Encourages the Bush
Administration to Appoint CFOs
In a recent letter to President Bush, Barry
C. Melancon, AICPA President and CEO,
offered to assist the administration in any
way possible in the appointment of chief
financial officers (CFOs) or other matters
pertaining to federal financial management.
In the letter, Melancon said that sound
financial management is essential for
proper stewardship of the people’s tax dol
lars and public confidence in government.

[AICPA]

The Chief Financial Officer’s Act, enacted
in 1990, was an important step towards
sound federal financial management by
establishing CFO positions in major fed
eral departments and agencies, and requir
ing improved accounting, reporting and
auditing practices; improved financial sys
tems; and improved asset management
policies.
Over the past several years, Melancon
said, government leaders and citizens are
beginning to realize its benefits. Problems
are being identified and corrected; better

controls are being installed to reduce fraud,
waste and abuse; and policymakers are
receiving more reliable and timely financial
data. There is much more potential to be
realized. With the considerable momentum
developed in past administrations, the letter
strongly encouraged the administration to
move quickly to appoint qualified CFOs in
federal departments and agencies. The CFO
positions are critical to the continued suc
cess of the efforts to improve federal finan
cial accountability and management,
Melancon said.

Preliminary Conclusions—Members In

Government Survey
Members in business, industry and government were the subject of
a recent survey done by Harris Interactive to determine what their
customers' needs are so that the AICPA can provide better service
to those segments of its membership. The research was divided into
two phases, a qualitative portion and a quantitative portion.
Preliminary conclusions from both the qualitative and quantitative
research are shown in the following paragraphs.
Two major findings of the qualitative research were (1) govern
ment agencies are looking to employ more CPAs and acknowledge
that CPAs do a lot more for them, and (2) most government members
pay their own AICPA membership dues, demonstrating that they
value the membership, and they will continue to pay their own dues.
Preliminary conclusions from the quantitative portion of the
survey include:

Recently Issued Auditing
Standards and Interpretations
Keeping current on the latest auditing pro
nouncements may be difficult at times; fol
lowing is a listing of recently issued audit
ing standards and interpretations that may
be helpful.
Statements on Auditing Standards

• SAS No. 93, Omnibus Statement on
Auditing Standards—2000 (No.
060695CPA05). This SAS contains
three sections, each with its own effec
tive date.
— Withdrawal of SAS No. 75. Effective
for agreed-upon procedures engage
ments for which the subject matter or
assertion is as of or for a period end
ing on or after June 1, 2001.
— Amendment to SAS No. 58. Effective
for reports issued or reissued on or
after June 30, 2001. Earlier applica
tion is permitted.
— Amendment to SAS No. 84. Effective

• Most government members (approximately 84%) are involved
in traditional accounting functions on their job.
• A majority of government workers (60%) have never worked in
public accounting.
• Job opportunity involved in working in government is good
(69% reported meeting or exceeding expectations), but it could
be improved (only 16% said it exceeded their expectations).
• Job satisfaction is high, but it could be better (18% said excel
lent and 36% said very good).
• Most members in government (74%) say the job they are
doing does not require a CPA license. The credential does
make them feel well prepared for their jobs, however. The per
centage saying their preparation was excellent or very good
was 72%.
More detailed results will be available by June. Additional
information will appear in future issues of this supplement.

for audits of financial statements for
periods ending on or after June 30,
2001. Earlier application is permitted.
• SAS No. 92, Auditing Derivative
Instruments, Hedging Activities, and
Investments in Securities (No.
060694CPA05). Effective for audits of
financial statements for fiscal years end
ing on or after June 30, 2001. Early
application is permitted.
• SAS No. 91, Federal GAAP Hierarchy
(No. 060693CPA05) Effective upon
issuance.
Interpretations

• Interpretations of AU Section 312 (SAS
No.47), “Audit Risk and Materiality in
Conducting an Audit”:
— Interpretation No. 1, “The Meaning
of the Term Misstatement.”
— Interpretation No. 2, “Evaluating
Differences in Estimates.”
— Interpretation No. 3, “Quantitative
Measures of Materiality in
Evaluating Audit Findings.”

— Interpretation No. 4, “Considering
the Qualitative Characteristics of
Misstatements.”
• Interpretation of AU Section 508 (SAS
No. 58), “Reference to Country of
Origin in the Auditor’s Standard
Report.”
• Interpretation of AU Section 334 (SAS
No. 45), “Management’s and Auditor’s
Responsibilities For Related Party
Disclosures Prefaced by Terminology
Such As ‘Management Believes That’.”
Interpretations are effective on publi
cation in the Journal of Accountancy and
are available on the AICPA Web site
(www.aicpa.org). To order publications,
888/777-7077

800/362-5066

memsat@aicpa.org

